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Financial Audits
Financial audits are conducted by the Legislative Audit Division 
to determine if the financial statements included in this report 
are presented fairly and the agency has complied with laws and 
regulations having a direct and material effect on the financial 
statements. In performing the audit work, the audit staff uses 
standards set forth by the American Institute of Certified Public 
Accountants and the United States Government Accountability 
Office. Financial audit staff members hold degrees with an 
emphasis in accounting. Most staff members hold Certified Public 
Accountant (CPA) certificates.

Government Auditing Standards, the Single Audit Act 
Amendments of 1996 and OMB Circular A‑133 require the auditor 
to issue certain financial, internal control, and compliance reports. 
This individual agency audit report is not intended to comply with 
these requirements and is therefore not intended for distribution 
to federal grantor agencies. The Legislative Audit Division issues 
a statewide biennial Single Audit Report which complies with the 
above reporting requirements. The Single Audit Report for the two 
fiscal years ended June 30, 2007, will be issued by March 31, 2008. 
The Single Audit Report for the two fiscal years ended June 30, 
2005, was issued on March 6, 2006. Copies of the Single Audit 
Report can be obtained by contacting:

Single Audit Coordinator	 Legislative Audit Division
Office of Budget and Program Planning	 Room 160, State Capitol
Room 277, State Capitol	 PO Box 201705
PO Box 200802	 Helena MT 59620-1705
Helena MT 59620-0802



January 2008

The Legislative Audit Committee
of the Montana State Legislature:

This financial audit report contains our Independent Auditor’s Report on the basic financial statements 
and the Schedule of Expenditures of Federal Awards of the state of Montana for the fiscal year ended 
June 30, 2007. The basic financial statements were prepared by the Administrative Financial Services 
Division of the Department of Administration. The Schedule of Expenditures of Federal Awards was 
prepared by the Governor’s Office of Budget and Program Planning.

We performed the audit to express an opinion on the state’s basic financial statements and the related 
opinion on the Schedule of Expenditures of Federal Awards. The Independent Auditor’s Report is 
on page A-3 followed by the basic financial statements on page A-5, which includes Management’s 
Discussion and Analysis, the financial statements, the Budgetary Comparison Schedule and Pension 
Plan Information, and accompanying notes. The Schedule of Expenditures of Federal Awards begins on 
page A-105. We issued unqualified opinions on the opinion units in the basic financial statements. We 
discussed issues we noted with appropriate management personnel during the audit and will report any 
findings as part of our scheduled financial-compliance audits of state agencies.

Our report on consideration of the state of Montana’s internal control over financial reporting and on our 
tests of compliance with certain provisions of laws, regulations, and grant agreements, which is required 
by Government Auditing Standards, is on page A-1. Auditing standards require us to communicate, in 
writing, control deficiencies over financial reporting we identified based on an audit of basic financial 
statements performed in accordance with Government Auditing Standards and considered to be significant 
or material. A significant deficiency affects management’s ability to accurately process transactions. A 
material weakness is one or more significant deficiencies that adversely affect management’s ability to 
fairly present its financial statements.

Table 1 below outlines the significant deficiencies and material weakness we identified during this audit.

Table 1
Summary of Control Deficiencies

Subject Significant Deficiency Material Weakness Page
Improperly Recorded Infrastructure 
Asset Balances and Activity Yes Yes A-1

Untimely Cash Reconciliations Yes No A-2
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Department of Administration and Governor’s Office officials reviewed the contents of this report. The 
Department of Administration’s response is on B-1. The Governor’s Office chose not to respond in 
writing.

We thank the Department of Administration’s director and Administrative Financial Services Division 
staff and the Governor’s Office staff for their cooperation and assistance throughout the audit.

Respectfully submitted,

/s/ Scott A. Seacat

Scott A. Seacat
Legislative Auditor



Elected, Appointed, and Administrative Officials

State of Montana Brian Schweitzer, Governor

Department of Administration Janet R. Kelly, Director

Administrative Financial Services Division
Paul Christofferson, CPA, Administrator

Accounting Bureau
Julie Feldman, Bureau Chief

Accounting Principles/Financial Reporting Section
Janet Atchison, Accountant
Wendy Feth, Accountant
Charles Idehen, CPA, Accountant

Operations Section
Linda Gaughan, Accountant/Supervisor
Mark Curtis, Computer Applications Software Engineer

Governor’s Office Office of Budget and Program Planning
David Ewer, Director

Single Audit Coordinator
Mark Bruno

For additional information on the basic financial statements, 
contact:

Paul Christofferson, Administrator
Administrative Financial Services Division
Department of Administration
Room 225, Sam W. Mitchell Building
Helena MT  59620-0102
E-mail:  pachristofferson@mt.gov

For additional information on the Schedule of Expenditures of 
Federal Awards contact:

Mark Bruno, Single Audit Coordinator
Governor’s Office of Budget and Program Planning
Room 277, State Capitol
PO Box 200802
Helena MT  59620-0802
E-mail:  mabruno@mt.gov
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Report on Internal Control Over Financial Reporting and on Compliance 
and Other Matters Based on an Audit of Basic Financial Statements 

Performed in Accordance With Government Auditing Standards

The Legislative Audit Committee
of the Montana State Legislature:

We have audited the financial statements of the governmental activities, the business-type activities, the 
aggregate discretely presented component units, each major fund, and the aggregate remaining fund 
information of the state of Montana, as of and for the year ended June 30, 2007, which collectively 
comprise the state of Montana’s basic financial statements and have issued our report thereon dated 
December 28, 2007.  Our report was modified to include a reference to other auditors. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America 
and the standards applicable to financial audits contained in Government Auditing Standards, issued 
by the Comptroller General of the United States. Other auditors audited the financial statements of the 
Montana State Lottery, the Montana University System Self-Funded Workers’ Compensation Program, 
the Montana State University component units, and the University of Montana component units, as 
described in our report on the state of Montana’s financial statements. This report does not include 
the results of the other auditors’ testing of internal control over financial reporting or compliance and 
other matters that are reported on separately by those auditors. The financial statements of the Montana 
State University component units and the University of Montana component units were not audited in 
accordance with Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the state of Montana’s internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on 
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the state 
of Montana’s internal control over financial reporting. Accordingly, we do not express an opinion on the 
effectiveness of the state of Montana’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or 
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements 
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, 
that adversely affects the entity’s ability to initiate, authorize, record, process, or report financial data 
reliably in accordance with generally accepted accounting principles such that there is more than a remote 
likelihood that a misstatement of the entity’s financial statements that is more than inconsequential will 
not be prevented or detected by the entity’s internal control. We consider the deficiencies described 
below to be significant deficiencies in internal control over financial reporting.

The Montana Department of Transportation did not estimate infrastructure asset values and record 
related transactions in accordance with generally accepted accounting principles, as required by 

1.
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state law, because the state does not have adequate procedures to ensure estimates are reasonable 
and asset details agree to the accounting records.

The state of Montana’s Treasury Unit completed its identification of differences between cash 
recorded on the accounting records and cash in banks at June 30, 2007, on November 16, 2007, 
over four months after the end of the fiscal year, preventing timely identification and correction of 
errors on the accounting records.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results 
in more than a remote likelihood that a material misstatement of the financial statements will not be 
prevented or detected by the entity’s internal control.

Our consideration of the internal control over financial reporting was for the limited purpose described 
in the first paragraph of this section and would not necessarily identify all deficiencies in internal control 
that might be significant deficiencies and, accordingly, would not necessarily disclose all significant 
deficiencies that are also considered to be material weaknesses. However, of the significant deficiencies 
described above, we consider item 1 to be a material weakness.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the state of Montana’s basic financial statements 
are free of material misstatement, we performed tests of its compliance with certain provisions of 
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and 
material effect on the determination of financial statement amounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and accordingly, we do not express 
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that 
are required to be reported under Government Auditing Standards.

We also noted certain immaterial instances of noncompliance, which we reported to the management of 
the state of Montana during the course of our audit work.
 
This report is intended solely for the information and use of the Legislative Audit Committee, state of 
Montana management, the Montana State Legislature, and federal awarding agencies and pass-through 
entities and is not intended to be, and should not be, used by anyone other than these specified parties. 
However, this report is a matter of public record and its distribution is not limited.

Respectfully submitted,

/s/ James Gillett

James Gillett, CPA
Deputy Legislative Auditor

December 28, 2007
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Independent Auditor’s Report

The Legislative Audit Committee
of the Montana State Legislature:

We have audited the accompanying financial statements of the governmental activities, the business‑type 
activities, the aggregate discretely presented component units, each major fund, and the aggregate 
remaining fund information of the state of Montana, as of and for the year ended June 30, 2007, which 
collectively comprise the state’s basic financial statements, as follows: 

Statement of Net Assets
Statement of Activities
Balance Sheet - Governmental Funds
Reconciliation of the Balance Sheet - Governmental Funds - to the Statement of Net Assets
Statement of Revenues, Expenditures, and Changes in Fund Balances - Governmental Funds
Reconciliation of the Statement of Revenues, Expenditures, and Changes in Fund Balances of 

Governmental Funds to the Statement of Activities
Statement of Net Assets - Proprietary Funds
Statement of Revenues, Expenses, and Changes in Fund Net Assets - Proprietary Funds
Statement of Cash Flows - Proprietary Funds
Statement of Fiduciary Net Assets - Fiduciary Funds
Statement of Changes in Fiduciary Net Assets - Fiduciary Funds 
Combining Statement of Net Assets - Component Units
Combining Statement of Activities - Component Units

These financial statements are the responsibility of the state of Montana’s management. Our responsibility 
is to express opinions on these financial statements based on our audit. We did not audit the financial 
statements of the Montana State Lottery, which represents .06 and 1.10 percent, respectively, of the assets 
and revenues of the aggregate remaining fund information. We did not audit the financial statements of 
the Montana University System Self-Funded Workers’ Compensation Program, which represents .08 and 
.12 percent, respectively, of the assets and revenues of the aggregate remaining fund information. We also 
did not audit the financial statements of the Montana State University component units and University of 
Montana component units which represent 11.54 and 7.35 percent, respectively, of the assets and revenues 
of the aggregate discretely presented component units. Those financial statements were audited by other 
auditors whose reports thereon have been furnished to us, and our opinions, insofar as they relate to the 
amounts included for the Montana State Lottery, the Montana University System Self-Funded Workers’ 
Compensation Program, and University component units, are based solely on the reports of the other 
auditors.
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We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement. The financial statements of the University component units were not audited in 
accordance with Government Auditing Standards. An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the financial statements. An audit also includes assessing 
the accounting principles used and significant estimates made by management, as well as evaluating 
the overall financial statement presentation. We believe that our audit and the reports of other auditors 
provide a reasonable basis for our opinions. 

In our opinion, based on our audit and the reports of other auditors, the financial statements referred 
to above present fairly, in all material respects, the respective financial position of the governmental 
activities, the business-type activities, the aggregate discretely presented component units, each major 
fund, and the aggregate remaining fund information of the state of Montana, as of June 30, 2007, and 
the respective changes in financial position and, where applicable, cash flows thereof for the year then 
ended in conformity with accounting principles generally accepted in the United States of America. 

Management’s Discussion and Analysis, the Budgetary Comparison Schedule, and the Pension Plan 
Information are not a required part of the basic financial statements but are supplementary information 
required by the Governmental Accounting Standards Board. We have applied certain limited procedures, 
which consisted principally of inquiries of management regarding the methods of measurement and 
presentation of the required supplementary information. However, we did not audit the information and 
express no opinion on it. 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the state of Montana’s basic financial statements. The accompanying Schedule 
of Expenditures of Federal Awards is presented for purposes of additional analysis as required by 
the U.S. Office of Management and Budget Circular A-133, Audit of States, Local Governments, and 
Non‑Profit Organizations, and is not a required part of the basic financial statements. Such information 
has been subjected to the auditing procedures applied by us and the other auditors in the audit of the 
basic financial statements and, in our opinion, is fairly stated, in all material respects, in relation to the 
basic financial statements as a whole.

In accordance with Government Auditing Standards, we have issued our report dated December 28, 2007, 
on our consideration of the state of Montana’s internal control over financial reporting and on our tests 
of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other 
matters. That report is an integral part of an audit performed in accordance with Government Auditing 
Standards and should be read in conjunction with this report in considering the results of our audit.

Respectfully submitted,

/s/ James Gillett

James Gillett, CPA
Deputy Legislative Auditor

December 28, 2007
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The State of Montana’s Management’s Discussion and Analysis, 
Financial Statements, Notes, Required Supplementary Information, 

and Schedule of Expenditures of Federal Awards 
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